
Farm3160-3 FORMAPPROVED
(February2005) 0MBNo.1004-0137

ExpiresMarch31,2007
UNITED STATES

DEPARTMENT OF THE INTERIOR 5. LeaseSerialNo.
UTU-084260

BUREAU OF LAND MANAGEMENT

APPLICATION FOR PERMIT TO DRILLOR REENTER
6 IfIndian,Alloteeor TribeName

N/A

la. Typeof work: DRILL REENTER
NUnitor CAAgreement,NameandNo.

8. LeaseNameandWellNo.
Ib. TypeofWell: OuWeu GasWell her Sm¢e Zone MultipleZone Federal23-23

2. Nameof Operator 9. API WellNo.
Liberty Pioneer Energy Source, Inc.

3a. Address 1411 East 840 North 3b. PhoneNo.(include area cok) 10.FieldandPool,orExploratory
Orem, Utah 84097 801-224-4771 Exploratory

4. Locationof Well(Report location clearly and in accordancewith any Staterequirements*) 11.Sec.,T.R.M. or Blk.andSurveyor Area

At surface 1,831' FSL & 1,856' FWL, NE/4 SWI4,

At proposed prod.zone
0 I / / 9 Section 23, T22S, R17E, SLB&M

14. Distanceinmilesanddirectionfromnearesttownor postoffice* 12. Countyor Parish 13. State
9.46 miles southeast of Green River, Utah. Grand UT

15. Distancefromproposed* 16. No.of acres in lease 17. SpacingUnitdedicatedto thiswell
locationtonearest
propertyor leaseline,ft
(Alsotonearest drig.unit line,if any) 1,856' 1280 acres 40 acres

18. Distancefrom osed location* 19. Prop Depth 20. BLM/BIABondNo.onfile
tonearest well ompleted,
appliedfor,on this ft. N/A ' Pending

21. Elevations(ShowwhetherDF,KDB,RT, GL,etc.) Approximatedateworkwillstart* 23. Estimatedduration
4,330.4' Ungraded Ground 12/15/2008 53 drilIing

24. Attachments
Thefollowing,completedinaccordancewiththerequirements of OnshoreOilandGasOrderNo.1,mustbe attachedto thisfonn:

1. Wellplatcertifiedbya registered surveyor. 4. Bondtocoverthe operations unless coveredby anexistingbond onfile (see
2. A DrillingPlan. Item20 above).
3. A SurfaceUse Plan (if the locationis on NationalForestSystemLands,the 5. Operatorcertification

SUPO must be filedwiththe appropriateForestServiceOffice). 6. Suchothersitespecificinformationand/orplansasmaybe requiredbythe
BLM.

25. Signature NameD(Prind/TynpeDd)n Date09/29/2008

Title
Agent for Liberty Pioneer Energy Source, Inc.

Approvedby (Signature) Name (Printed/Typed) Date

Title Office

Applicationapprovaldoesnot warrantor certifythat theapplicantholds legalor equitabletitletothoserights inthesubjectleasewhichwouldentitletheapplicantto
conductoperationsthereon.
Conditionsof approval,if any,are attached.

Title 18U.S.C.Section1001andTitle43 U.S.C.Section1212,makeit a crimefor anypersonknowinglyandwillfullytomaketo anydepartmentor agencyof the United
Statesanyfalse,fictitiousor fraudulentstatementsorrepresentations astoanymatterwithinitsjurisdiction.

*(Instructions on page 2)

RECElVED
OCT81 2008

DMOFOlL,GAS&



T22S, R17E, S.L B.&M. LIBERTY PIONEER ENERGY SOURCE

WELL LOCATION, FED 23-23, LOCATEDS89°59'W
- 80.04 (G.L.O.) AS SHOWN IN THE NE 1/4 SW 1/4 OF

SECTION 23, T22S, R17E, S.L.B.&M.
GRAND COUNTY, UTAH.

o o - o
WELLLOCATION: - N
FED 23-23

SC A LE
ELEV. UNGRADED GROUND = 4330.4'

Found Set
Stone, Pile of

a stones NOTES:
1. Well footages are rneasured at right

angles to the Section Lines.
2. G.L.O. distances are shown in feet or

chains. 1 chain = 66 feet.
3. Bearings are based on Global Positioning

PWroposed Satellite observations.

THIS IS TO CERTIFY THAT THE PLAT WAS
PREPARED FROM FIELD NO, FL lo SURVEYS
MADE BY ME OR UNDER ERVi Ig ND THAT
THE SAME ARE TRUE , tUt BEST OF
MY KNOWLEDGEAND F. No.362251

LBYR
KAY

REGISTERE AgD
REGISTRA O' N 6' 5FSonned S te

of
FMarkedd Setone, STATE OF UTA ,

OF
Stones Pile of Stones

N89 54'26"W - 2621.98' (Meas.) TIMBERLINE so ---
S69°56'W

- 80.10 (G.L.O.) ENGINEERING & LAND SURVEYING, INC.
38 WEST 100 NORTH - VERNAL, UTAH 84078A = SECTION CORNERS LOCATED FED 23-23

BASIS OF ELEVATIONIS A SPOT ELEVATIONAT THE (Proposed Well Head) DATE SURVEYED:
SURVEYED BY: B.J.S. SHEET

NORTHEAST CORNER OF SECTION 2, T22S, R17E, NAD 83 Autonomous
DATE DRAWNS.L.B.&M. THE ELEVATION OF THIS SECTION CORNER LATITUDE =

38° 52' 52.32" 08-22-08 DRAWN BY: M.W.W. 21S SHOWN ON THE GREEN RIVER NE 7.5 MIN. LONGITUDE=
110° 00' 58.00"

QUADRANGLEAS BE1NG 4401'· SCALE: 1" =
1000, Date Last Revised: OF



O O
B 2580 Creekview Road

Moab, Utah 84532
Env i ron rn ent a l Consult a nts 435/719-2018 435/719-2019 Fax

December 10, 2008

Fluid Minerals Group
Bureau of Land Management
82 East Dogwood
Moab, Utah 84532

RE: Updated and Supplemental Information - Liberty Pioneer Energy Source, Inc.
Federal 23-23 - 1,831' FSL & 1,856' FWL, NE/4 SWl4,
Section 23, T22S, R17E, SLB&MGrand County, Utah

Dear Fluid Minerals Group:

On behalf of Liberty Pioneer Energy Source, Inc. (Liberty Pioneer), Buys &Associates, Inc.
respectfully submits the enclosed updated information to replace the information previously
submitted within the APD in response to your previously submitted deficiency letter. The
following information has been attached:

• Updated Form 3 (APD) reflecting a revised TD depth;
• Updated Drilling Plan with changes made to reflect numerical consistency, a revised TD

depth and better meet the requirements of Onshore Order #2.
• Updated BOP diagrams reflecting a 5,000 psi BOP and a 10,000 psi BOP

Thank you very much for your timelyconsideration of our submitted application.Please feel
free to contact Daniel R. Gunnell of Liberty Pioneer at 801-224-4771 or myself should you have
any questions or need additional information.

Sincerely,

Don Hamilton
Agent for LibertyPioneer

cc: Diana Mason, Utah DOGM
Daniel R. Gunnell, Liberty Pioneer

RECEIVED
,

DEC15 2008
DIV.0F0lL,GAS&MI



DRILLINGPLAN LIBERT ONEERENERGYSOURCE,INC.
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LIBERTY PIONEER ENERGY SOURCE, INC.
9 Point DrillingPlan

TIGHTHOLE
FEDERALŽ3-23

1831'FSiLS:1856'FYYL
NESW,Section 23,T22S,R17E,6* P.M.

Grand County,Utah
Lease #UTU-84260

1. ESTIMATEDTOPSOF IMPORTANTGEOLOGICMARKERS

FORMATION Top (MD)
CedarMountain Surface
Morrison 100
Entrada 2463
Chinle 3941
PAoenkopi 4345
Cutler 4909
HonakerTrail 6349
ParadoxFormation 7719
Salt1A 7793
lernay 7934
Salti 7981
Shaksi 8614
IntermediateCasingPt. 8654
Shakš2 8750
Shakš4 9114
Shale10 9743
Salt12 10006
Shale12 10181
Salt13 10211
Shak:14 10336
Salt15 10357
Shaka18 10775
Salt20 10829
Shakš20 11007
S.alt21 11019
TopCane CreekShale 11143
CaneCreekShak!B 11167
BaseCaneCreekSh. 11233
Salt25 11295
Shakš25 11341
Shale26 11399
PinkertonTrail 11728
TD 11550
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2. ESTIMATEDDEPTHSOFANTICIPATEDWATER,OIL,GASORMINERAL
BEARINGFORMATIONS

FORMATION DEPTH(MD) SUBSTANCE
HonakerTrail 6349 Gas/Oil
Ismay 7934 Gas/Oil
Shale 1 8614 Gas/Oil
Shale2 8750 Gas/Oil
Shale4 9114 Gas/Oil
Shale10 9743 Gas/Oil
Shale 12 10181 Gas/Oil
Shale 14 10336 Gas/Oil
Shale 18 10775 Gas/0il
Shale20 11007 Gas/Oil
TopCaneCreekShale 11143 Gas/Oil
Shale25 11341 Gas/Oil
Shale26 11399 Gas/Oil
TD 11550

Anyusablewaterzonesencounteredwillbe adequatelyprotectedandreported. Allusablewaterzones,potentially
productivehydrocarbonzones, and valuablemineralzoneswillbe reportedand isolated.

3. PRESSURECONTROLEQUIPMENT-Schematicattached

A. Surface BOP:Thirteenand fiveleights(13 5/8")inchdoublegatehydraulicBOPwiththirteenandfiveleights(13
5/8")inchannularpreventerand5000psi wellhead.A PVT,StrokeCounter,and flowsensor willbe
installedtocheckforflowand monitorpitvolume.

Theblowoutpreventerwillbe equippedas follows:

Pressure Rating: 5000psi
1. One (1)blindram(above).
2. One(1)piperam(above).
3. Drillingspoolwithtwo(2)sideoutlets(chokeside3- inchminimum,killside2-inchminimum).
4. Killline(2-inchminimum).
5. Two(2)killlinevalves,oneofwhichwillbe a checkvalve(2-inchminimum).
6. 3-inch(minimum)chokeline.
7. Two(2)chokelinevalves(3-inchminimum).
8. Two(2)adjustablechokesone ofwhichwillbe remoteoperated.
9. Pressuregauge onchokemanifold.

10. UpperKellycockvalvewithhandleavailable.
11. Fullopeningintemalblowoutpreventerordrillpipesafetyvalveable tofitallconnections.
12. Fill-uplineabove theuppermostpreventer.
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B. Intermediate BOP: Eleven (11") inch (minimum)triplegate hydraulicBOP with eleven(11") inch (minimum)
annularpreventerand10,000psi intermediatecasingspool. APVT,StrokeCounter,andflowsensor
willbe installedtocheckforflowandmonitorpitvolume.

Theblowoutpreventerwillbe equippedas follows:

Pressure Rating: 10,000psi
1. One (1)blindram(above).
2. One (1)piperam(above).
3. Drillingspoolwithtwo(2)sideoutlets(chokeside3-inchminimum,killside2-inchminimum).
4. One (1)piperam(below).
5. Killline(2-inchminimum).
6. Two(2)killlinevalves,oneofwhichwillbe a checkvalve(2-inchminimum).
7. 3-inch(minimum)chokeline.
8. Two(2)chokelinevalves(3-inchminimum)oneofwhichwillbe remoteoperated.
9. Two(2)adjustablechokesoneofwhichwillbe remoteoperated.
10. Pressuregaugeonchokemanifold.
11. UpperKellycockvalvewithhandleavailable.
12. Fullopeninginternalblowoutpreventerordrillpipesafetyvalveabletofitallconnections.
13. Fill-uplineabovetheuppermostpreventer.

C. Testing Procedure:

AnnularPreventer
At a minimum,theannularpreventerwillbe pressuretestedto50%oftheratedworkingpressurefora periodof
ten(10)minutesoruntilprovisionsofthetestaremet,whicheveris longer.

Ata minimum,theabovepressuretestwillbe performed:
1. Whentheannularpreventeris initiallyinstalled;
2. Wheneveranysealsubjecttotestpressureis broken;
3. Followingrelatedrepairs;and
4. Atthirty(30)day intervals.

Inadditiontotheabove,theannularpreventerwillbe functionallyoperatedat leastweekly.

Blow-OutPreventer
Ata minimum,theBOP,chokemanifold,andrelatedequipmentwillbe pressure testedtotheapprovedworking
pressure of theBOP stack(ifisolatedfromthesurfacecasing by a testplug)or to 70%of theinternalyield
strengthof thesurfacecasing(îftheBOP is not isolatedfromthecasingby a testplug). Pressure willbe
maintainedfor a periodof at least ten(10) minutesor untiltherequirementsof thetestare met,whicheveris
longer.

Ata minimum,theabovepressuretestwillbe performed:
1. WhentheBOPis initiallyinstalled;
2. Wheneveranyseatsubjecttotestpressureis broken;
3. Followingrelatedrepairs;and
4. Atthirty(30)day intervals.

Inadditiontotheabove,thepipeandblindramswillbe activatedeachtrip,butnotmorethanonceeachday. All
BOPdrillsandtestswillbe recordedinthelADCdriller'slog.
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D. Choke ManifoldEquipment:

Allchokelines willbe straightlineswheneverpossibleat turns,teeblockswillbe used or willbe targetedwith
runningtees,andwillbe anchoredtopreventwhipandvibration.FlexSteellinesmaybe usedwithpriorapproval.

E. Accumulator:

Theaccumulatorwillhavesufficientcapacitytoopen thehydraulically-controlledchokelinevalve(ifsoequipped),
closeall ramsplus theannularpreventer,and retain a minimumof 200 psi aboveprechargeon theclosing
manifoldwithouttheuse of theclosingunitpurnps. The fluidreservoircapacitywillbe doubletheaccumulator
capacityandthefluidlevelwillbe maintainedatthemanufacturer'srecommendations.TheBOPsystemwillhave
two(2) independentpowersourcestoclosethepreventers.Nitrogenbottles(3 minimum)willbe one(1)ofthese
independentpowersourcesandwillmaintaina chargeequaltothemanufacturer'sspecifications.

The accumulatorprechargepressure testwillbe conductedpriortoconnectingtheclosingunittotheBOPstack
andat least once everysix(6)monthsthereafter.The accumulatorpressure willbe correctedif themeasured
prechargepressure is foundtobe aboveorbelowthemaximumorminimumlimitsspecifiedin OnshoreOil&Gas
OrderNumber2.

F. MiscellaneousInformation:

The blowoutpreventer and related pressure controlequipmentwillbe installed,testedand maintainedin
compliancewiththespecificationsinandrequirementsofOnshoreOil&Gas OrderNumber2.

ThechokemanifoldandBOPextensionrodswithhand wheelswillbe locatedoutsidetherigsub-structure.The
hydraulicBOPclosingunitwillbe locatedat least twenty-five(25)feet fromthewellheadbut readilyaccessibleto
thedriller.ExactlocationsandconfigurationsofthehydraulicBOPclosingunitwilldependupontheparticularrig
contractedtodrillthishole.

A flare linewillbe installedafterthechokemanifoldwiththedischargepointof theflare line toa separatepit
locatedat least 125feet awayfromthewellboreandanyexistingproductionfacilities.

APVTwillbe installedtomonitorpitvolumesandanypotentialpitgainsduringdrillingoperations.

4. PROPOSEDCASINGANDCEMENTINGPROGRAM

A. Casing Program:

M _Size CasingSize Wt./Ft. Grade Joint Depth
26" 20" Conductor 60'

17-1/2" 13-3/8" 54.50 J-55 STC 1200'
12-1/4" 9-5/8" 53.50 P-110 LTC 8654'
8-1/2" 5" 23.20 N-80 LTC 0-6100'
8-1/2" 5" 23.20 Q125 LTC 6100-11550'

CasingSize Wt.lFt. Depth Collapse(psi)/SF Burst(psi)/SF Min.Tensile(mlbs)/SF
133/8" 54.50 1200' 1130/ 2.08(a) 2730/ 3.80(b) 514/ 7.86(c)
9-5/8" 53,50 6475' 7950/ 2.71(a) 10900/ 1.73(b) 1422/ 4.10(c)
5" 23.20 6100' 13830/2.26(d) 13380/ 1.83(e) 540/ 2.25(f)
5" 23.20 11550' 21620/2.02(d) 16900/ 1.83(e) 729/ 2.72(f)
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a. based onfullevacuationwith8.7 ppgfluidon annulus
b. based on11.5ppggradientwithno fluidonbackside
c. based oncasingstringweightinair
d. based onfullevacuationwith17.5ppgfluidonannulus
e. based on17.5ppggradientwithnofluidonbackside
f. based oncasingstringweightinair

Casingstringswillbe pressuretestedto0.22psilftofcasingstringlengthor to1,000psiwhicheverisgreater(notto
exceed70%of theinternalyieldstrengthofthecasing),aftercementingand priortodrillingoutfromunderthecasing
shoe. Surfacecasingshoewillbe set ina competentformation.AFormationIntegrityTest (FIT)shallbe performedbefore
drilling20' past casingshoe.FITshallbe tothemaximumequivalentmudweightanticipatedwhiledrilling.Surfacecasing
shallhavecentralizersonthebottomthreejoints,witha minimumofonecentralizerperjoint.

B. CementingProgram:

SurfaceCasing: Cementfrom1200'tosurfaceas follows:Leadcementwillconsistofapproximately
400sks(100%Excess)ofSan Juan PRB11,Density:11.0ppg,Yield:3.48fPlsk.Tailwl
100sks(20%Excess)ofSan Juan PRBll , Density:13.50ppg,Yield:1.80fPlsx.Topout
wlClass 'G' Cementutilizing1"pipeas requiredtofillholetosurface.

StageOne intermediate: Leadwl375sks(5500'-7654'),(2154'+20%Excess)LightPremiumCementwl0.8%
Halad(R)-322(FL),0.2%WG-17,0.125#lskPoly-E-Flake,0.2%HR-5(Retarder),15%
Salt SlurryDensity:12.50ppg,Yield:2.157fP/sk.

Tailwl300sks(7654'-8654'),(1000'+20%Excess)PremiumCementw/0.6%Halad(R)-
413 (FL),0.3% SuperCBL,0.3%D-Air,0.45% HR-5(Retarder),0.3%Versaset(Thixset)
18%Salt SlurryDensity:15.8ppg,Yield:1.234ft3/sk.

StageTwoIntermediate: Leadwl975sks (5500'+20%Excess)LightPremiumCementw/0.8% Halad(R)-322(FL),
0.2%WG-17,0.125#lskPoly-E-Flake,0.2%HR-5(Retarder),15%Salt SlurryDensity:
12.50ppg,Yield:2.157it3/sk.

Stage CementingToolSet @5500'+ or -. Waiton cementMinimum6 Hoursbetween
Stagesor UntilSurfaceSamplesSet

ProductionCasing: CementfromTDbackupto+/- 1000'with10%excess overholecaliperlogvolume.

Lead(Scavenger)cement:1300sks(5200'+10%Excess)75/25Poz Premiumcontaining
6% Bentonite,18%Salt,5.0#lskBarite,0.4%HR-5(Retarder),0.4%HR-5(Retarder),
0.2%CFR-3(Dispersant).SlurryDensity:15.0ppg,Yield:1.133ft3/sk.

Tailcement:850sks(3900'+10%Excess) PremiumCementcontaining0.5%Halad(R)-
413 (FL),0.2%Halad(R)-344(FL),10%Salt,0.2 %CFR-3(Dispersant),1 %D-AIR3000
(Defoamer),0.3%HR-5(Retarder),6%WELLLIFE(Enhancer),4% MicrobondHT(Gas
MigrationControl),0.3%SA-541(AdditiveMaterial).SlurryDensity:15.5ppg,Yield:
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1.30ft3/sk.

Actualcementvolumestobe determinedafterreviewinglogsandshows.Allpotentially
productivezoneswillbe coveredwithcement.Allwaitingoncementtimesshallbe
adequatetoachievea minimumof500psicompressivestrengthatthecasingshoeprior
todrillingout.

5. MUDPROGRAM

Interval Type Weight Viscosity WaterLoss
Surface-1200' AirMist/ Mud nla n/a nocontrol
1200'- 8654' AirMist/ Mud 8.4 - 8.8ppg nla n/a

9500' - TD InvertOBM 15.0- 17.5ppg 90-100seclqt 6 cc

BlooieSystem:

Blooielinewillbe a minimumof6"indiameterandwillrunfromtheflowlineabovetheannular&belowtherotatinghead
ordiverter,parallelingthereservepit,throughthebaffletypedustsuppressionsystem,
dischargingtothereservepit Thecompressionequipmentwillbe locateda minimumof
100'fromthewellbore,outsideof therig'snormalfootprint,approximatelybehindthe
rig'smudpumpstothetrailersideoflocation(approximatelocationas showninpage 7
of theproposedAPD).Thecompressioncapacityis 3,200SCFMat 60 psigand2,100
SCFMat 1,500psig

6. EVALUATIONPROGRAM

Logs: TheLoggingprogramwillconsistofthefollowing:

Run1: GR-SP-DIL-SFL-ML,GR-CALl-FDC/CNL,Sonic(BHC),andMudLogtobe runfromSurfaceCasing
to+/- 8,654'(IntermediateCasingDepth)..

Run2: GR-SP-DIL-SFL-ML,GR-CALl-FDC/CNL,Sonic(Dipole),BoreholeImager(CBIL),andMudLogto
be runfrom+/- 8,654'toTD.

MudLogging:FromBase SurfaceCasingToTD

Nocores orDST'sareplanned.

Nostimulationtreatmentshave been formulatedforthiswellat thistime.Thedrillsiteas approvedwillbe ofsufficientsize
toaccommodateallcompletionactivities.

Theevaluationprogrammaychangeat thediscretionofthewellsitegeologist,withpriorapproval
fromtheAuthorizedOfficer.

Whetherthewellis completedas a dryholeoras a producer,We/ICompletionandRecornpletions
ReportandLog(Form3160-4)willbe submittedtotheMoabFieldOfficeandStateofUtahDivision
OfOil,Gas&MiningOfficeno laterthanthirty(30)days afterthecompletionofthewellorafter
completionofoperationsbeingperformed.

Twocopiesofalllogs,coredescriptions,coreanalyses,welltestdata, geologicsummaries,sample
descriptionsandallothersurveysordata obtainedandcompliedduringthedrilling,workover,and/or
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completionoperationswillbefiledwithForm3160-4. Samples(cuttings,fluids,and/orgases)willbe
submittedwhenrequestedby theAuthorizedOffice.

7. ABNORMALCONDITIONS&H28

OverpressuremayoccurintheshaleswithintheParadoxFormationSaltsbutwillbe controlledwithmud
weightandBOPsystems. Normaltemperaturesareexpectedintheobjectiveformationand willbe controlled
withheavymud.Amaximumbottomholepressureof8,500psi isexpected.Amaximumbottomhole
temperatureof 153degrees Fahrenheitisanticipated.Sourgas (H2S)is notanticipated.

8. ANTICIPATEDSTARTINGDATESANDNOTIFICATIONOFOPERATIONS

A. AnticipatedStartingDates:

OperationCommencementdate: January2009
DrillingDays Approximately25days
CompletionDays Approximately15days

B. NotificationofOperations:UDOG&MandBLMmustbothbe notifiedofspuddate.

BLMMoabOffice: (435)259-2100
UtahDOG&MOffice: (801)538-5340

9. GENERALCONDITIONSOFAPPROVAL

A. AIIlease and/orunitoperationsare tobe conductedin such a mannertoensure fullcompliancewiththe
applicablelaws,regulations(43 CFR,Part 3160),Onshore Orders,NoticestoLessees, and theapproved
planofoperations.

B. The spuddate willbe reportedorallytothePrice FieldOffice24 HOURSPRIORTOSPUDDING,unless
otherwiserequiredinthesitespecificconditionsofapproval.

C. Allwells,whetherdrilling,producing,suspendedorabandonedshallbe identifiedinaccordancewith43 CFR
3162.6. There shallbe a sign or markerwiththenameof theoperator,thelease serialnumber,thewell
numberandthesurveyeddescriptionofthewell.

D. InaccordancewithOnshoreOíl&Gas OrderNumber1, thiswellwillbe reportedon MMSform#3160-6,
MonthlyReportofOperationsandProduction,startingwiththemonthin whichoperationscommenceand
continuingeachmonthuntilthewellis physicallypluggedandabandoned. Thisreportwillbe fileddirectly
withtheRoyaltyManagementProgram,MineralsManagementService,P.O. Box17110,Denver,Colorado
80217.

E. Allundesirableevents(fires,accidents,blowouts,spills,discharges)as specifiedin NTL-3Awillbe reported
totheMoabFieldOffice.Majoreventswillbe reportedverballywithintwenty-four(24) hours andwillbe
followedwitha writtenreportwithinfifteen(15)days. Other thanmajoreventswillbe reportedin writing
withinfifteen(15)days. Minoreventswillbe reportedon theMonthlyReportof Operationsand Production
(form#3160-6).

F. Nowellabandonmentoperationswillbe commencedwithoutthepriorapprovalof theAuthorizedOfficer.In
thecase of newlydrilleddry holes or failures,and in emergencysituations,oralapprovalwillbe obtained
fromtheFieldOfficePetroleumEngineer.
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G. A NoticeofIntentiontoAbandon(form#3160-5)willbe filedwiththeAuthorizedOfficerwithinfifteen(15)
daysfollowingthegrantingoforalapprovaltoplugandabandon.

H. Uponcompletionof approvedplugging,a regulationmarkerwillbe erectedin accordancewith43 CFR
3162.6. Thefollowinginformationwillbe permanentlyplacedonthemarkerwitha plate,cap,orbeaded-on
witha weldingtorch:CompanyName, WellName and Number,Locationby Quarter/Quarter,Section,
Township,Range,and theFederalLease Number.

I. A SubsequentReportofAbandonment(form#3160-5)willbe submittedwithinthirty(30)days followingthe
actualpluggingofthewellbore. Thisreportwillindicatewhereplugswereplacedandthecurrentstatusof
surfacerestorationoperations.Ifsurfacerestorationhas notbeen completedat thattime,a follow-upreport
on form3160-5willbe filedwhenall surfacerestorationworkhas been completedand the locationis
consideredready for final inspection. If the locationis on privatesurface,a LandownerAcceptance of
Reclamationletterwillbe attachedtothis"SundryNotice".

J. Pursuant to NTL-4A,lessees and operatorsare authorizedto vent/flaregas duringinitialwellevaluation
tests,not exceedinga periodof30 days ortheproductionoffifty(50)MMCFof gas, whicheveroccursfirst
Anapplicationmustbe filedwiththeAuthorizedOfficer,andapprovalreceived,foranyventing/flaringofgas
beyondtheinitial30 dayorotherwiseauthorizedtestperiod.

K. Notlaterthanthe5* businessday afteranywellbegins productiononwhichroyaltyis due anywhereona
lease siteor allocatedto a lease site,or resumes productionin thecase of a wellwhichhas been off
productionformorethanninety(90)days, theoperatorshallnotifytheAuthorizedOfficerby letteror Sundry
Noticeof thedate on whichsuchproductionhas begun or resumed. The notificationshall provideat a
minimum,thefollowinginformationalitems:

a. Operatorname,address,andtelephonenumber
b. Wellnameandnumber
c. Welllocation"¼,¼,Section,Township,Range,P.M."
d. Datewellwasplacedina producingstatus
e. Thenatureofthewellsproduction(i.e.: crudeoilcasinggas, ornaturalgas and entrainedliquid

hydrocarbons).
f. TheOCS,Federalor Indianlease prefixandnumberonwhichthewellis located. Otherwise,thenon-

federalor non-Indianlandcategory(i.e.: stateorprivate).
g. Asappropriate,thecommunitizationagreementnumber,theunitagreementname,numberandparticipaëng

area name.

12. Withinsixty(60)days followingconstructionofa new tankbattery,a sitefacilitydiagramofthebatteryshowing
actualconditionsandpipingmustbe submittedtotheAuthorizedOfficer.Facilitydiagramsshallbe filedwithin
sixty(60) days afterexistingfacilitiesare modified. For completeinformationas towhat is requiredon these
diagrams,please referto43 CFR3162.7-4(d).

13. PursuanttoOnshoreOil&Gas OrderNumber1, lessees andoperatorshave theresponsibilitytosee thattheir
exploration,development,production,and constructionoperationsare conductedin such a mannerwhich
conformswithapplicablefederallawsandregulationsandwithstate andlocallawsandregulationstotheextent
thatsuchstateandlocallawsareapplicabletooperationsonfederalandIndianlands
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SURFACE USE PLAN

Name of Operator: Liberty Pioneer Energy Source, Inc.
Address: 1411 East 840 North

Orem, Utah 84097
Well Location: Federal 23-23

1,831' FSL & 1,856' FWL, NE/4 SWl4,
Section 23, T22S, R17E
Grand County, UT

The surface owner or surface owner representative and dirt contractor willbe provided with
an approved copy of the surface use plan of operations and approved conditionsofapproval
before initiating construction.

The dirt contractor willbe provided with an approved copy of thisdocument prior to initiating
construction. The well site is located on BLMsurface mineral.An off-lease SITLAeasement
and an off-lease federal right-of-way are necessary for the access road. A Federal permit, a
SITLA easement, a federal right-of-waygrant and a Grand County Road encroachment must
be in place prior to initiating any construction activities.

The BLMonsite inspection for the referenced well is pending at thistime.

1. Location of Existing Roads:

a. The proposed well site is located approximately 9.46 miles southeast of Green
River, Utah.

b. Directions to the proposed well site have been attached at the end of Exhibit B.

c. Proposed access willutilizethe existing gravel-surfaced LittleValley Road (CR
150) maintained by Grand County from 1-70(East Green River Exit) (See Exhibit
"B").

d. The existing Little Valley Road (CR 150) road will not be upgraded but will be
maintained consistent with Grand County specifications and include improving
drainage structures, gravelling and dust suppression, if necessary.

e. A Grand County road encroachment application has been submitted and is
pending approval at this timeto upgrade the existing approach from the Little
Valley Road.

f. The use of roads under State and County Road Department maintenance are
necessary to access the area.

g. Allexisting roads willbe maintained and kept in good repair during all phases of
operation.

e. Vehicle operators willobey posted speed restrictions and observe safe speeds
commensurate with road and weather conditions.

f. An off-lease federal Right-of-Way is needed to access this well and has been
applied for under a separate application dated August 25,



O O
2. Planned Access Roads:

a. From the existing gravel-surfaced Little Valley Road (CR 150) an access is
proposed trendingsoutheast approximately35,748' (6.77miles) to theproposed
well site. The access consists of existing two track disturbance and new
disturbance and crosses no significantdrainages.

b. The access road crosses 6,111' (1.16 miles) of state surface under the
management of the SITLAand 29,637' (5.61 miles) of federal surface under the
management of the BLMMoab Field Office,

c. A SITLA easement and a federal right-of-wayare necessary for constructionand
use of the proposed roads. The applications have been submitted and are
pending approval at thistime.

d. A road design plan is not anticipated at thistime,

e. The proposed access road will consist of a 24' travel surface within a 30'
disturbed area across entirelyBLM and surface.

f. BLM approval to construct and utilize the on-lease segment of the proposed
access road (3,169') is requested withthisapplication.

g. A maximum grade of 10% willbe maintained throughout the project.

h. No turnouts are proposed since adequate site distance exists in all directions.

i. Several low-water crossings and several culverts are anticipated. Adequate
drainage structures willbe incorporated into the road.

j. No surfacing material will come from federal lands.

k. No gates or cattle guards are anticipated at thistime.

1. Surface disturbance and vehicular travelwillbe limited to the approved location
access road,

m. All access roads and surface disturbing activities will conform to the standards
outlined in the Bureau of Land Management and Forest Service publication:
Surface Operating Standards and Guidelines for Oil and Gas Exploration and
Development (Gold Book -Fourth Edition - Revised 2007).

n. The operator willbe responsible for allmaintenance ofthe access road including
drainage structures.

3. Location of Existing Wells:

a. See Exhibit "B". There are no proposed and no existing wells within a one mile
radius of the proposed
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4. Location of Existingand/or Proposed Production Facilities:

a. Allpermanent structures willbe painted a flat, non-reflective Carlsbad Canyon to
match the standard environmental colors. Allfacilities willbe painted within six
months of installation. Facilities required to complywith theOccupational Safety
and Health Act (OSHA) may be excluded.

b. Site security guidelines identified in 43 CFR 3163.7-5 and Onshore Oil and Gas
Order No. 3 will be adhered to.

c. A gas meter run will be constructed and located on lease within 500 feet of the
wellhead. Meter runs will be housed and/or fenced. All gas production and
measurement shall complywith the provisions of43 CFR 3162. 7-3, Onshore Oil
and Gas Order No. 5, and American Gas Association (AGA) Report No. 3.

d. A tankbattery willbe constructed on thislease, itwillbe surrounded by a dike of
sufficientcapacity to contain the storage capacity ofthe largest tank. All loading
lines and valves willbe placed inside the berm surrounding the tankbattery. All
liquid hydrocarbons production and measurement shallconformtothe provisions
of 43 CFR 3162.7-3 and Onshore Oil and Gas Order No. 4 and Onshore Oiland
Gas Order No. 5 for natural gas production and measurement,

e. Any necessary pits willbe properly fenced to prevent any wildlifeand livestock
entry.

f. AII access roads will be maintained as necessary to prevent erosion and
accommodate year-round traffic. The road willbe maintained in a safe useable
condition,

g. The site willrequire periodic maintenance toensure thatdrainages are kept open
and free of debris, ice, and snow, and that surfaces are properly treated to
reduce erosion, fugitive dust, and impacts to adjacent areas.

h. A pipeline corridor has been considered for this well but will be applied for at a
later date by a third-partytransporter.

5. Location and Type of Water Supply:

a. The water supply for construction, drilling and operations willbe provided under
water right number 91-5140 which willbe diverted from the Green River at the
Sillman diversion by water truckthrougha direct water purchase.

b. No water pipelines will be laid for thiswell.

c. No water well will be drilled for this well.

d. Drillingwater for thiswill be hauled on the road(s) shown in Exhibit 8.

e. Should additional water sources be pursued they will be properly permitted
throughthe State of Utah - Division of Water
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6. Source of Construction Material:

a. The use of materials willconform to 43 CFR 3610.2-3.

b. No construction materials willbe removed from BLMlands.

c. If any gravel is used, it willbe obtained from a state approved gravel pit.

7. Methods of Handling Waste:

a. All wastes associated with this application will be contained and disposed of
utilizingapproved facilities.

b. Drillcuttings willbe contained and buried on site.

c. The reserve pitwillbe located outboard ofthe location and along thewest side of
the pad.

d. The reserve pit will be constructed so as not to leak, break, or allow any
discharge.

e. The reserve pit will be lined with 16 mil minimum thickness plastic nylon
reinforced liner material. The liner will overlay a felt liner pad only if rock is
encountered during excavation. The pit liner will overlap the pit walls and be
covered with dirt and/or rocks to hold it in place. No trash, scrap pipe, etc., that
could puncture the liner willbe disposed of in the pit. Pit walls willbe sloped no
greater than 2:1. A minimum 2-foot freeboard willbe maintained in the pit at all
times during the drilling and completion operation.

f. The reserve pit has been located in cut material. Three sides ofthe reserve pit
will be fenced before drilling starts. The fourth side will be fenced as soon as
drilling is completed, and shall remain untilthe pit is dry. After the reserve pithas
dried, all areas not needed for production will be rehabilitated.

g. No chemicals subject to reporting under SARA Title lil (hazardous materials) in
an amount greater than 10,000 pounds will be used, produced, stored,
transported, or disposed of annually in association with the drilling, testing,or
completion of the well. Furthermore, no extremely hazardous substances, as
defined in 40 CFR 355, in thresholdplanning quantities, willbe used, produced,
stored, transported,or disposed of in association with the drilling, testing,or
completion of the well.

h. Trash willbe contained in a trash cage and hauled awaytoan approved disposal
site as necessary but no later than at the completion of drilling operations. The
contents of the trash container will be hauled offperiodically to the approved
Grand County Landfill near Green River, Utah.

i. Produced fluids from the wellother than water willbe produced into a test tank
until such timeas construction of production facilities is completed. Any spills of
oil,gas, salt water or other produced fluids will be cleaned up and removed.

j. After initial clean-up, a 400 bbl tankwill be installed to contain produced
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water. This water willbe transportedfrom the tankto an approved disposal well
for disposal.

k. Produced water from the production well will be disposed in accordance with
Onshore Order #7.

I. Any salts and/or chemicals, which are an integral part of the drilling system, will
be disposed of in the same manner as the drilling fluid.

m. Sanitary facilities willbe on site at all timesduring operations. Sewage willbe
placed in a portable chemical toiletand the toiletreplaced periodically utilizing a
licensed contractor to transportby truckthe portable chemical toiletso that its
contents can be delivered to the Green River Wastewater Treatment Facility in
accordance with state and county regulations.

8. Ancillary Facilities:

a. Garbage Containers and Portable Toilets are the only ancillary facilities
proposed in this application.

b. No camps, airstrips or staging areas are proposed withthis application.

9. Well Site Layout: (See Exhibit B)

a. The well will be properly identified in accordance with 43 CFR 3162.6.

b. Access to the well pad will be from the north.

c. The pad and road designs are consistent with BLMspecifications.

d. A pre-construction meetingwithresponsible company representative, contractors
and the BLM will be conducted at the project site prior to commencement of
surface-disturbing activities. The pad and road willbe construction-staked prior
to this meeting.

e. The pad has been staked at its maximum size; however it will be constructed
smaller if possible, depending upon rig availability. Should the layout change,
this application will be amended and approved utilizinga sundry notice.

f. All surface disturbing activities, will be supervised by a qualified, responsible
company representative who is aware of the terms and conditions of the APD
and specifications in the approved plans.

g. AIIcut and fill slopes willbe such that stabilitycan be maintained for the life of
the activity.

h. Diversion ditches willbe constructed as shown around the well site to prevent
surface waters form entering the well site area.

i. The site surface will be graded to drain away from the pit to avoid pit spillage
during large storm
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j. The stockpiled topsoil(first 6 inches or maximumavailable) will be stored in a
windrow on the uphill side of the location to prevent any possible contamination.
All topsoilwillbe stockpiled for reclamation in such a way as to prevent soil loss
and contamination.

k. Pits willremain fenced untilsite cleanup.

I. The blooie line will be located at least 100 feet from the well head.

m. Water injection may be implemented if necessary to minimizethe amount of
fugitive dust.

10. Plans for Restoration of the Surface (Interim Reclamation and Final Reclamation):

a. Site reclamation for a producing well willbe accomplished for portions of the site
not required for the continued operation of the well.

b. Upon well completion, any hydrocarbons in the pit shall be removed in
accordance with 43 CFR 3162.7-1.Once the reserve pit is dry, the plastic nylon
reinforced liner shall be tornand perforated before backfilling of the reserve pit.
The reserve pit and that portion of the location not needed for production
facilitiesloperations will be re-contoured to the approximate natural contours.

c. Following BLM published Best Management Practices the interim reclamation
will be completed within 90 days of completion of the well to reestablish
vegetation, reduce dust and erosion and complimentthe visual resources of the
area.

a. All equipment and debris will be removed from the area proposed for
interim reclamation and the pit area willbe backfilled and re-contoured.

b. The area outside of the rig anchors and other disturbed areas not needed
for the operation of the well will be re-contoured to blend with the
surrounding area and reseeded at 12 lbs lacre with the following native
grass seeds:

BLMSeed Mix: 12 lbs/acre
o Sand dropseed - Sporobolus cryptandurs (3 lbs I acre)
o Fourwing Saltbush - Atiiplex canescens (3 lbs I acre)
o Needle and Thread Grass - (4 lbs I acre)
o Indian Rice Grass - Achnatherum himenoides (4 lbs I acre)

c. Reclaimed areas receiving incidental disturbance during the life of the
producing well willbe re-contoured and reseeded as soon as practical.

d. The Operator willcontrol noxious weeds along access road use authorizations,
pipeline route authorizations, well sites, or other applicable facilities by spraying
or mechanical removal. A list of noxious weeds may be obtained from the BLM
or the appropriate County Extension Office. On BLM administered land, it is
required that a Pesticide Use Proposal be submitted and approved prior to the
application of herbicides, pesticides or possibly hazardous chemicals.

e. Prior to final abandonment of the site, all disturbed areas, including the access
road, willbe scarified and left witha rough surface. The site willthen be seeded
and/or planted as prescribed by the BLM. The BLMrecommended seed mixwill
be detailed within theirapproval
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11. Surface and Mineral Ownership:

a. Surface Ownership - Federal under the management of the Bureau of Land
Management - Moab Field Office, 82 East Dogwood, Moab, Utah 84532; 435-
259-2135.

b. Mineral Ownership - Federal under the management of the Bureau of Land
Management - Moab Field Office, 82 East Dogwood, Moab, Utah 84532; 435-
259-2135.

c. The access road crosses lands owned by the State of Utah - under the
management of the SITLA -State Office, 675 East 500 South, Suite 500, Salt
Lake, City, Utah 84102-2818; 801-538-5100.

12. Other Information:

a. Company Representative
Daniel R. Gunnell - President and CEO

Liberty Pioneer Energy Source, Inc.
1411 East 840 North
Orem, Utah 84097
801-224-4771 (office)
DGunnell@LibertyPioneer.com

b. Company Agent
Don Hamilton
Buys &Associates, Inc
2580 Creekview Road, Moab, Utah 84532
435-718-2018
starpoint@etv.net

c. Buys &Associates, Inc. has conducted a Class lil archeological survey. A copy
of the report is pending at thistimeand willbe submitted under separate coverto
the appropriate agencies by Buys &Associates, Inc.

d. Alden Hamblin has conducted a paleontological survey. A copy of the report is
attached and has also been submitted under separate cover to the appropriate
agencies by Alden
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Certification:

I hereby certifythat I, or someone under my direct supervision, have inspected the
drill site and access route proposed herein; that I am familiar with the conditions
which currently exists; that I have full knowledge of state and Federal laws
applicable to thisoperation; that the statements made in thisAPD package are, to
the best of my knowledge, true and correct; and that the work associated with the
operations proposed herein willbe performed in conformitywith this APD package
and the terms and conditions under which it is approved. I also certifythat I, or the
company I represent, am responsible for the operations conducted under this
application and that bond coverage is provided under Liberty Pioneer Energy
Source, Inc. BLMbond (Pending). These statements are subject to the provisions
of 18 U.S.C. 1001 for the fling of false statements.

Executed this 29thday of September, 2008.

Don Hamilton -- Agent for Liberty Pioneer Energy Source, Inc.
2580 Creekview Road
Moab, Utah 84532

435-719-2018
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PALEONTOLOGY EVALUATION SHEET

PROJECT: LIBERTY PIONEER ENERGY SOURCE - Federal #23-23

LOCATION: Nine to ten miles southeast of Green River, Utah. 1831' FSL & 1856' FWL Section
23, T22S, RI7E, Grand County, Utah.

OWNERSHIP: PRIV[ ] STATE[ ] BLM[X] USFS[] NPS[ ] IND[ ] MIL[] OTHER[]

DATE: August 27, 2008

GEOLOGY/TOPOGRAPHY: The road begins in the Mancos shale in section 16 and continues
southeast nearly 2 ½ miles to the well in section 23 in the Dakota Formation. These formations are
Cretaceous in age. The well pad sits on a northeast slope which drains into a gully running
northwest. There is another gully on the west side running northeast.

PALEONTOLOGY SURVEY: YES [ X ] NO Survey [ ] PARTIAL Survey [ ]
This well has a seven to eight mile proposed access road beginning at SE corner of section 36, T21S,
R16E. This road was surveyed for paleontology to section 16, T22S, R17E in May 2007 for another
company. The remainder of the road was surveyed on August 27, 2008. Surveys were preformed by
walking a zigzag pattern of 100 feet on each side of the road alignment where geological formations
were exposed. A pedestrian survey of approximately 10 acres was preformed around the proposed
well pad.

SURVEY RESULTS: Invertebrate [ X ] Plant [ ] Vertebrate [ ] Trace [ ] No Fossils Found [ ]
The only fossils found on the 10 acres surrounding the well center stake were several minor
fragments of petrified wood. Two fossil localities were recorded along the proposed road in the
bottom of the Mancos Shale. These consisted of beds of pelecypod shells, Picnodonte newberryi.
These were recorded as fossil Localities 42Gr511I and 42Gr12I. These are not considered
significant.

PALEONTOLOGY SENSITIVITY: HIGH [ ] MEDIUM [ X ] LOW [ ] (PROJECT SPECIFIC)

The Dakota Formation is known for containing fossil dinosaur bones, tracks and other vertebrate
fossils as well as plant fossils.

MITGATION RECOMMENDATIONS: NONE [ ] OTHER [ X ] (SEE BELOW)

No vertebrate fossils were found during the survey, but there is a potential for dinosaur bones in this
particular area. Monitoring of construction is not being recommended. However, if dinosaur bones
are encountered during construction, work should stop in that area and a paleontologist contacted to
evaluate the discovered material and decide on mitigation measures.

PALEONTOLOGIST: Alden H. Hamblin
A.H Hamblin Paleontological Consulting, 3793 N. Minersville Highway, Cedar City, Utah 84720 (435) 867-8355
Utah State Paleontological Permit # 07-355, BLM paleontological Resources Permit # UTO8-003C. Utah
Professional Geologist License -
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LIBERTY PIONEER ENERGY SOURCE
FED 23-23

Section 23, T22S, R17E, S.L.B.&M.

FROM GREEN RIVER, UTAH PROCEED IN A SOUTHEASTERLY THEN SOUTHERLY
DIRECTION ALONG MAIN STREET APPROXIMATELY 3.3 MILES TO THE
INTERSECTION OF COUNTY ROAD 325. EXIT LEFT AND PROCEED IN AN EASTERLY
THEN SOUTHEASTERLY DIRECTION ALONG COUNTY ROAD 325 APPROXIMATELY
2.3 MILES TO THE INTERSECTION OF THE LITTLE VALLEY ROAD (COUNTY ROAD
150). EXIT RIGHT AND PROCEED ALONG THE LITTLE VALLEY ROAD IN A
SOUTHWESTERLY DIRECTION APPROXIMATELY 1.9 MILES TO THE PROPOSED
ACCESS ROAD FOR STATE 16-23 WELL LOCATION. FOLLOW STATE 16-23 ROAD
FLAGS IN A SOUTHERLY THEN SOUTHEASTERLY DIRECTION APPROXIMATELY 4.5
MILES TO THE PROPOSED ACCESS ROAD. FOLLOW ROAD FLAGS IN A
SOUTHEASTERLY DIRECTION APPROXIMATELY 12,010 FEET TO THE PROPOSED
LOCATION.

TOTAL DISTANCE FROM GREEN RIVER, UTAH TO THE PROPOSED WELL
LOCATION IS APPROXIMATELY 14.3 MILES IN A SOUTHEASTERLY
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LitteValleyRoad/ Section 1, T22S, R16E, S.L.B.&M.&

--

County Road 150 Sections 2, 3, 5, 6, 8, 9, 10, 15, 16, 22 & 23,
T22S R17E S.L.B.&M.

AH LA NCH C MP ' '

GRAND COUNTY, UTAH
I

STATE T21S )
15 BLM T22S )

67 T
7 1

IL I
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o "o o
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BI.M
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--- BLM . SCALE
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.

LEGEND
PROPOSED ACCESS ROAD = LEASELINEANDlOR

PROPERTYLINE

E E = EXISTINGROAD(TOSE IMPROVED)
B-5460 ) = COUNTYROADCLASS&NUMBER

BLM

( Prop Reae For S7ATE 23 Well Pad

BLM SURVEYEDBY: B.J.S SHEET
4 DRAWNBY: M.W.W

377T '-,,, Timberlme 1Engineering & Land Surveying
Fy 38 West 100 North •Vernal Utah OF 2

,
FILE: (435)
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LIBERTY PIONEER ENERGY SOURCE

RIGHT-OF-WAY MAP
L R A N 0 E Located in

-' Proposed We I Locaton Section 36, T21S, R16E, S.L.B.&M.&l STATE 2 23 Section 1, T22S, R16E, S.L.B.&M.&
BL \

.

'
i Sections 2, 3, 5, 6, 8, 9, 10, 15, 16, 22 &23,

¯¯¯ ¯ - oposedRoadFromSTATE ei
BLM

¯r T22S R17E S.L.B.&M.
GRAND COU'NTY, UTAH

STATE 2-23
BLM PROPOSED ACCESS ROAD

BLM S
T228, R17E, S.L.B.&M.
2 STATE ±2,352'

- - --

L 3 BLM ±367' N
BLM 9 BLM ±3,292'

10 BLM ±6,823'
16 | STATE ±2,041'

BLM Bl.M TOTAL ±14,875'

sTATE l 1
FED 23-23

PROPOSED ACCESS ROAD gig,
Sectlon | Owner | Length

-- T21S, R16E, S.L.B.&M. SC A LE

36 | STATE | ±159'
T228, R16E, S.L.B.&M.
1 | BLM | ±3,985'

oposed Road From FED We .

T228, R17E, S.L.B.&M.
5 BLM ±1,932' STATE16-23

STATE - --

6 BLM ±5,704• PROPOSED ACCESS ROAD

BLM L o 8 BLM ±7,668' Section Owner Length
9 BLM ±594' T228, R17E,S.L.B.&M.

Proposed wellLocaton 15 BLM *3,885' 16 STATE ±1,622'
- - 162 S MTE t TOTAL *1,622'

23 BLM ±3,169'

TOTAL ±35,748'

BLM

SHEET

mberlineProposed WellLocaton DATE 08-19-08 2-t FED23 3

./

Engineering & Land Surveying
I

, ,
38 West 100 North •Vernal. Utah OF 2

's a
(~"

\ Fil..E: (435)



WORKSHEET
APPLICATION FOR PERMIT TO DRILL

APD RECEIVED: 10/01/2008 API NO. ASSIGNED: 43-019-31607

WELL NAME: FEDERAL 23-23

OPERATOR: LIBERTY PIONEER ENERGY ( N2855 ) PHONE NUMBER: 801-224-4771

CONTACT: DON HAMILTON

PROPOSED LOCATION: INSPECT LOCATN BY: / /

NESW 23 220S 170E . -

Tech Review Initials Date
SURFACE: 1831 FSL 1856 FWL

BOTTOM: 1831 FSL 1856 FWL Engineering

COUNTY: GRAND Geology
LATITUDE: 38.88118 LONGITUDE: -110.0154

UTM SURF EASTINGS:585402 NORTHINGS: 4303843 Surface

FIELD NAME: WILDCAT ( 1 )

LEASE TYPE: 1 - Federal

LEASE NUMBER: UTU-084260 PROPOSED FORMATION: SALT

SURFACE OWNER: 1 - Federal COALBED METHANE WELL? NO

RECEIVED AND/OR REVIEWED: LOCATION AND SITING:

p/ Plat R649-2-3.

y Bond: Fed[] Ind[] Staf] Fee[]
r Unit:

/ Potash (Y/N) st' R649-3-2. General

Oil Shale 190-5 (B) or 190-3 or 190-13 Siting: 460 From Qtr/Qtr & 920' Between Wells

Water Permit R649-3-3. Exception

(No. 91-5140 )
Drilling Unit

RDCC Review (Y/N)
Board Cause No:

(Date: )
Eff Date:

Fee Surf Agreement (Y/N) Siting:

Intent to Commingle (Y/N) R649-3-11. Directional Drill

COMMENTS:

STIPULATIONS:
,4



O e
API Number: 4301931607

Well Name: FEDERAL 23-23
Township 22.0 S Range 17.0 E Section 23

Meridian: SLBM

16 15 14 Operator: LIBERTY PIONEER ENERGY SOU

Map Prepared:
Map Produced by Diana Mason

Units Wells Query Events
SCTIVE

<allothervalues>

EXPLORATORY G _STAT_TYPE

GAS STORAGE

NFPPOIL APD

NF SECONDARY O DRL

PI OIL GI

PP GAS
GS

GEOTHERML

SECONDARY NEW

TERMINATED OPS

Fields PA

PGW

NED
POW

21 22 23

4301931607
FEDERAL 23-23 p' wi

ws

O Bottom Hole Location

Cache
BoxElder Rici Location Map

er
Davis

or

alt La
Summ

T
sat Duchesne

Beaver Piute Wayne

28 27 26 i'°" Garfield
an Juan

Washington Kane

4301911552
1,750 875 0 1,750Feet

BRITISH-AMERICANPET CO
A
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Fann3160-3 FORMAPPROVED
(February2005) OMBNo.1004-0137

ExpiresMarch31, 2007
UNITED STATES

DEPARTMENT OF THE INTERIOR 5. LeaseSerialNo.
UTU-084260

BUREAU OF LAND MANAGEMENT

APPLICATION FOR PERMIT TO DRILL OR REENTER
6. IfIndian,AlloteeorTribeName

N/A

OO 7 If Unitor CAAgreement,Nameand No.la. Typeofwork: / DRILL REENTER N/A
8. LeaseNameand WellNo.

Ib. TypeofWell: Om GasWell 0&er SingleZone MultipleZone Federal23-23

2. Nameof Operator 9. APIWellNo.
Liberty Pioneer Energy Source, Inc• $• $ ~ Ñ$Û

3a. Address 1411 East 840 North 3b. PhoneNo.(include area code) 10. FieldandPool,orExploratory
Orem, Utah 84097 801-224-4771 Exploratory

4. Locationof Well (Report location clearly andin accordancewith any Staterequirements.*) I l. Sec.,T.R. M. or Blk.andSurveyorArea

At surface 1,831' FSL & 1,856' FWL, NE/4 SWI4,
Section 23, T228, R17E, SLB&M

At proposed prod.zone

14. Distanceinmilesand directionfromnearesttownorpost office* 12. CountyorParish 13. State
9.46 miles southeast of Green River, Utah. Grand UT

15. Distancefromproposed* 16. No.of acres inlease 17. SpacingUnitdedicatedto thiswell
locationtonearest
propertyor leaseline,ft
(Alsotonearest drig unitline,if any) 1,856' 1280 acres 40 acres

18. Distancefromproposedlocation* 19.ProposedDepth 20. BLM/BIABondNo.onfile
tonearest well, drilling,completed,
appliedfor,on thislease,ft N/A 11,550' UTB-00034

21. Elevations(Showwhether DF,KDB,RT,GL, etc.) 22 Approximatedateworkwillstart* 23. Estimatedduration
4,330.4' Ungraded Ground 12/15/2008 53 drilling

24. Attachments
Thefollowing,completedinaccordancewith therequirementsof OnshoreOilandGasOrderNo.1,must beattachedtothisform:

1. Wellplatcertifiedbya registered surveyor. 4. Bondtocoverthe operationsunlesscoveredby an existingbondonfile (see
2. A DrillingPlan. Item20above).
3. A SurfaceUse Plan (if the locationis on NationalForestSystemLands,the 5. Operatorcertification

SUPO must be filedwiththeappropriateForestServiceOffice). 6. Suchother sitespecificinformationand/orplansasmayberequiredby the
BLM.

25. Signature Name (Pdnted/Typed) Date
Don HandIton 09/29/2008

Title
Agent Pioneer Energy Source, Inc.

Name (Punted/1)ped) Date
BRADLEYG. HILL CPL

Title OffictN\/\RONMENTALMANAGER

Applicationapprovaldoesnotwarrantor certifythattheapplicantholdslegalorequitabletitletothoserights inthesubjectleasewhichwouldentitletheapplicantto
conductoperationsthereon.
Conditionsof approval,if any,areattached.

Title18U.S.C.Section1001andTitle43 U.S.C.Section1212,makeit a crimeforanypersonloowinglyandwillfullytomaketoanydepartmentor agencyofthe United
Statesanyfalse,fictitiousor fraudulentstatementsorrepresentationsastoanymatterwithinitsjurisdiction.

*(Instructions on page 2)

AkforafAppmval of title
Action is Necessary RECEIVED

DEC15 2008
DIV.0FOIL,GAS&



tÔ staÑofUtah
4 A DEPARTMENT OF NATURAL RESOURCES

MICHAELR. STYLER

JON M. HUNTSMAN, JR. Executive Director

Govemor Division of Oil, Gas and Mining
GARY R. HERBERT JOHN R. BAZA
Lieutenant Govemor Division Director

February 10, 2009

Liberty Pioneer Energy Source, Inc.
1411 East 840 North
Orem, UT 84097

Re: Federal 23-23 Well, 1831' FSL, 1856' FWL, NE SW, Sec. 23, T. 22 South, R. 17 East,
Grand County, Utah

Gentlemen:

Pursuant to the provisions and requirements of Utah Code Ann.§ 40-6-1 et seq., Utah
Administrative Code R649-3-1 et seq., and the attached Conditions of Approval, approval to drill
the referenced well is granted.

This approval shall expire one year from the above date unless substantial and continuous
operation is underway, or a request for extension is made prior to the expiration date. The API
identification number assigned to this well is 43-019-31607.

Sincerely,

Gil Hunt
Associate Director

pab
Enclosures

cc: Grand County Assessor
Bureau of Land Management, Moab Office

UTAH

DNR

1594 West North Temple, Suite 1210, PO Box 145801, Salt Lake City, UT 84114-5801
telephone (801) 538-5340 •facsimile (801) 359-3940 • TTY (801) 538-7458 • www.ogm utah.gov OIL, GAS &
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Operator: Liberty Pioneer Energy Source, Inc.

Well Name & Number Federal 23-23

API Number: 43-019-31607
Lease: UTU-084260

Location: NE SW Sec.1 T. 22 South R. 17 East

Conditions of Approval
1. General

Compliance with the requirements of Utah Admin. R. 649-1 et seq., the Oil and Gas
Conservation General Rules, and the applicable terms and provisions of the approved
Application for permit to drill.

2. Notification Requirements
Notify the division within 24 hours of spudding the well.

• Contact Carol Daniels at (801) 538-5284.

Notify the Division prior to commencing operations to plug and abandon the well.
• Contact Dustin Doucet at (801) 538-5281 (801) 733-0983 home

3. Reporting Requirements
All required reports, forms and submittals will be promptly filed with the Division,
including but not limited to the Entity Action Form (Form 6), Report of Water
Encountered During Drilling (Form 7), Weekly Progress Reports for drilling and
completion operations, and Sundry Notices and Reports on Wells requesting approval of
change of plans or other operational actions.

4. State approval of this well does not supersede the required federal approval, which must be
obtained prior to drilling.

5. This proposed well is located in an area for which drilling units (well spacing patterns) have
not been established through an order of the Board of Oil, Gas and Mining (the "Board").
In order to avoid the possibility of waste or injury to correlative rights, the operator is
requested, once the well has been drilled, completed, and has produced, to analyze
geological and engineering data generated therefrom, as well as any similar data from
surrounding areas if available. As soon as is practicable after completion of its analysis,
and if the analysis suggests an area larger than the quarter-quarter section upon which the
well is located is being drained, the operator is requested to seek an appropriate order
from the Board establishing drilling and spacing units in conformance with such analysis
by filing a Request for Agency Action with the



Division of Oil, Gas and Mining ROUTING

OPERATOR CHANGE WORKSHEET 1. DJJ

X - Change of Operator (Well Sold) Operator Name Change/Merger
The operator of the well(s) listed below has changed, effective: 1/15/2009

FROM: (oldOperator): TO: ( New Operator):
N2855-Liberty Pioneer Energy Source, Inc. N3155-Fidelity E&P Company

1411 E 840 N 1700 Lincoln St, Suite 2800
Orem, UT 84097 Denver, CO 80203

Phone: 1 (801) 224-4771 Phone: 1 (720) 931-9637

CA No. Unit:
WELL NAME SEC TWN RNG API NO ENTITY LEASE TYPE WELL WELL

NO TYPE STATUS
STATE 2-44 02 220S 170E 4301931604 State GW APD C
FEDERAL 23-23 23 220S 170E 4301931607 Federal GW APD C

OPERATOR CHANGES DOCUMENTATION
Enter date after each listed item is completed
1. (R649-8-10) Sundry or legal documentation was received from the FORMER operator on 2/5/2009

2. (R649-8-10) Sundry or legal documentation was received from the NEW operator on: 2/5/2009

3. The new company was checked on the Department of Commerce, Division of Corporations Database on: 1/21/2009

4a. Is the new operator registered in the State of Utah: Business Number: 4917099-0143

5a. (R649-9-2)Waste Management Plan has been received on: IN PLACE

5b. Inspections of LA PA state/fee well sites complete on: n/a

5c. Reports current for Production/Disposition & Sundries on:

6. Federal and Indian Lease Wells: The BLM and or the BIA has approved the merger, name change,
or operator change for all wells listed on Federal or Indian leases on: BLM not yet BIA n/a

7. Federal and Indian Units:
The BLM or BIA has approved the successor of unit operator for wells listed on: n/a

8. Federal and Indian Communization Agreements ("CA"):
The BLM or BIA has approved the operator for all wells listed within a CA on: n/a

9. Underground Injection Control ("UIC") The Division has approved UIC Form 5, Transfer of Authority to
Inject, for the enhanced/secondary recovery unit/project for the water disposal well(s) listed on: n/a

DATA ENTRY:
1. Changes entered in the Oil and Gas Database on: 2/26/2009
2. Changes have been entered on the Monthly Operator Change Spread Sheet on: 2/26/2009
3. Bond information entered in RBDMS on: 2/26/2009
4. Fee/State wells attached to bond in RBDMS on: 2/26/2009
5. Injection Projects to new operator in RBDMS on: n/a
6. Receipt of Acceptance of Drilling Procedures for APD/New on: 2/5/2009

BOND VERIFICATION:
1. Federal well(s) covered by Bond Number: COl345
2. Indian well(s) covered by Bond Number: n/a
3a. (R649-3-1) The NEW operator of any state/fee well(s) listed covered by Bond Number 190017646

3b. The FORMER operator has requested a release of liability from their bond on: n/a

LEASE INTEREST OWNER NOTIFICATION:
4. (R649-2-10) The NEW operator of the fee wells has been contacted and informed by a letter from the Division

of their responsibility to notify all interest owners of this change on: n/a
COMMENTS:

Fidelity FORM A.xls



STATE OF UTAH FORM 9
DEPARTMENTOF NATURALRESOURCES

DIVISIONOF OIL, GAS AND MINING 5. LEASEDESIGNATIONANDSERIALNUMBER:
UTU-084260

SUNDRY NOTICES AND REPORTS ON WELLS 6 IFINDIAN,ALLOTTEEORTRIBENAME:

7. UNITor CA AGREEMENT NAME:
Do not use this form for proposals to drill new wells, significantly deepen existing wells below current bottom-hole depth, reenter plugged wells, or t° N/Adrill horizontal laterals. Use APPLICATIONFOR PERMIT TO DRILLform forsuch proposals.

1. TYPE OF WELL 8. WELLNAMEand NUMBER:
OIL WELL GAS WELL OTHER Federal 23-23

2LiNbAeME EnRegeor

nergy Source, Inc. 301
31E6

7
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELDAND POOL, OR WILDCAT:

1411 East 840 North cny orem UT 27,84097 801-224-4771 undesignated
4. LOCATIONOF WELL

FOOTAGESATSURFACE: 1,831' FSL & 1,856' FWL COUNTY: Grand

QTR/QTR, SECTION, TOWNSHIP, RANGE, MERIDIAN:NESW 23 22S 17E S STATE:
UTAH

CHECK APPROPRIATE BOXES TO INDICATE NATUREOF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

ACIDIZE DEEPEN REPERFORATE CURRENT FORMATION
NOTICE OF INTENT

(Submit in Duplicate) ALTER CASING FRACTURETREAT SIDETRACKTO REPAIR WELL

Approximate date work will start: CASING REPAIR NEWCONSTRUCTION TEMPORARILYABANDON

January 15, 2009 CHANGE TO PREVIOUS PLANS OPERATOR CHANGE TUBINGREPAIR

CHANGE TUBING PLUG ANDABANDON VENT OR FLARE

SUBSEQUENT REPORT CHANGE WELLNAME PLUG BACK WATER DISPOSAL
(Submit Original Form Only)

CHANGE WELL STATUS PRODUCTION (START/RESUME) WATER SHUT-OFF
Date ofwork completion:

O COMMINGLEPRODUCING FORMATIONS RECLAMATIONOF WELLSITE OTHER:

CONVERT WELLTYPE RECOMPLETE - DIFFERENT FORMATION

12 DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc.
Effective January 15, 2009 Liberty Pioneer Energy Source, Inc. resigned as Operator of the referenced well and requests that
the operator be designated and the referenced unapproved APD transferredfrom Liberty Pioneer Energy Source to successor
operator Fidelity Exploration & Production Company.

Fidelity Exploration & Production Company willoperate the well under the approved conditions and submitted APD utilizingUtah
Blanket Bond Number 190017646 and BLMBlanket Bond CO1345.

Liberty Pi r pourcen .

NAME(PLEASEPyn Stephanie Masters TITLE Operations-Southern Rockies

SIGNATURE ÁË AA ( DATE January 12, 2009

(ThisspaceforStateuAPPROVED/Ä_/3004 RECEIVED
FEBO5 2009

Diviston of Oil, Ga and Mining
(5/2000) Earlene Russell, Engineering Technicigg Instructions on Reverse Side) DIV.OFOlL,GAS&



STATE OF UTAH
DEPARTMENTOF NATURALRESOURCES

DIVISIONOF OIL, GAS AND MINING

Request to Transfer Application or Permit to Drill

(This form should accompany a Sundry Notice, Form 9, requesting APD transfer)

Well name: Federal 23-23

API number: 4301931607
Location: Qtr-Qts: NESW section:23 Township:22S Range 17E
Company that filed original application: Liberty Pioneer Energy Source, Inc.
Date original permit was issued:

Company that permit was issued to: Liberty Pioneer Energy Source, Inc.

Check .

one Desired Action:

V Transfer pending (unapproved) Application for Permit to Drill to new operator

The undersigned as owner with legal rights todrillon the property, hereby verifies that the information as
submitted in the pending Application for Permit to Drill, remains valid and does not require revision. The new
owner of the application accepts and agrees to the information and procedures as stated in the application.

Transfer approved Application for Permit to Drill to new operator

The undersigned as owner with legal rights to drillon the property as permitted, hereby verifies that the
information as submitted in the previously approved application to drill, remains valid and does not require
revision.

Following is a checklist of some items related to the application, which should be verified. Yes No

If located on private land, has the ownership changed?

Ifso, has the surface agreement been updated?
Have any wells been drilled in the vicinityof the proposed well which would affect the spacing or siting y
requirements for this location?
Have there been any unit or other agreements put in place that could affect the permitting or operation of this y
proposed well?
Have there been any changes to the access route including ownership or right-of-way, which could affect the
proposed location?
Has the approved source of water for drillingchanged?
Have there been any physical changes to the surface location or access route which will require a change in
plans from what was discussed at the onsite evaluation?
Is bonding still in place, which covers this proposed well? Bond No.

Any desired or necessary changes to either a pending or approved Application for Permit to Drill that is being transferred,
should be filed on a Sundry Notice, Form 9, or amended Application for Permit to Drill, Form 3, as appropriate, with
necessary supporting information as required.

Name (pleagprint) Stephanie Masters Title Operations Tech Southern Rockies

Signature ; Le q Date January 22, 2009

Representing (company name) Fidelity Exploration & Production Co.

The person signing this form must have legal authority to represent the company or individual(s) to be listed as the new operator on the Application for
Permit to Drill.



Form3160-3
, ,

FORMAPPROVED
(February2005) | * OMBNo.1004-0137

ExpiresMarch31, 2007
UNITEDSTATES

DEPARTMENT OF THE INTERIOR 5.9LeasegerialNo.
TITUa084260

BUREAU OF LAND MANAGEMENT

APPLICATION FOR PERMIT TO DRILLOR REENTER
6 IfIndian,AlloteeorTribeName

NIA

la. Typeofwork: DRILL REKfa
NUnkor CAAgreement,NameandNo.

8. LeaseNameandWellNo.
lb. TypeofWell: On Wen Ga Wen Other Singldone MultipleZone Federal 23-23

2 NameofOperator 9. API WellNo.
Fidelity Exploration & Production Company 450143) Lob7

3a. Address 2585 Heartland Drive 3b. PhoneNo.Úncludearea code) 10. Fieldand Pool,orExploratoly
Sheridan, Wyoming 82836 307-675-4924 Exploratory

4. Locationof Well (Report locañon clearly and in accordancewit1;any Ate requiremena.*) I1. Sec.,T.lt M.or Blt andSmveyorArea

Atsurface 1,831' FSL & 1,856' FWL, NE/4 SWI4,
Section 23, T22S, R17E, SLB&M

At proposedprod.zone

14. Distancein miles anddirectionfromnearest townor post office* 12. Countyor Parish 13. State
9.46 miles southeast of Green River, Utah- Grand UT

15. Distancefromproposed* 16. No.of acres inlease 17. SpacingUnitdedicatedto thiswell
locationtonearest
propertyor leaseline,it
(Alsotonearestdrig.unitline,if any) 1,856' 1280 acres 40 acres

18. Distancefromproposedlocation* 19. ProposedDepth 20. BLM/BIABondNo. on file
tonearestwell,drilling,completed,
appliedfor,onthislease,ft. N/A -H¢5em ¡O, (oßO CO1345

21. Elevations(ShowwhetherDF,KDB,RT, GL, etc.) 21 Approximatedateworkwillstart* 23. Estimatedduration
4,330.4' Ungraded Ground 12/15/2008 53 drilling

24. Attachments

Thefollowing,completed inaccordance withtherequirementsof OnshoreOilandGasOrderNo.1,must beattachedtothisform:

L Wellplatcertifiedbya registered surveyor. 4. Bondtocover the operationsunlesscovered by anexistingbondonfde (see
2. A DrillingPlan. Item20 above).

3. A SurfaceUse Plan (if the locationis on National ForestSystemLands,the 5. Operatorcertification
SUPO must befiledwiththeappropriate ForestServiceOffice). 6. Suchother sitespecificinformationand/orplansas mayberequiredbythe

BLM.

25. Signature . Name (Pdnted/1)ped) Date
Don Hamilton 09/29/2008

Title
Agent for Fidelity Exploration & Production Company

Approvedby(Signature) /s/ 4, LynnLCODO
Name (Printe Date

Title A31stant FieM Memper, omce DivisionofResources
¯

Divisjoriof Resnitrees ' Mcabficíd Of rm
Applicationapprovaldoesnotwarrantor certify thattheapplicantholdslegalorequitabletitletothoserights inthe subjectleasewhichwouldentitletheapplicantto
conductoperationsthereon.
Conditionsof approval,if any,are attached.

Title 18U.S.C.Section1001andTitle43 U.S.C.Section1212,makeit a crimeforanypersonloowin ly andwillfullytomaketo any departmentor agencyoftheUnited
Statesanyfalse,fictitiousor fraudulentstatementsor representationsasto any matter withinitsjurisetion.

*(Instructions on page 2)

CONDITIONSOFAPPROVALATTACHED
RECEIVED
MAR\ 6 2009

DIV,OF01L,GAS&





T22S, R17E, S.L B.&M. LIBERTY PIONEER ENERGY SOURCE
WELL LOCATION, FED 23--23, LOCATEDS89 59'W - 80.04 (G.L.O.) AS SHOWN IN THE NE 1/4 SW 1/4 OF
SECTION 23, T22S, R17E, S.L.B.&M.
GRAND COUNTY, UTAH.

WELLLOCATION: ...
°---- N

FED 23-23
SC A LE

ELEV. UNGRADED GROUND = 4330.4'

Found Set
Stone, Pile of
stones NOTES:

1. Well footages are rneasured at right
angles to the Section Lines.

2. G.L.O. distances are shown in feet or
chains. 1 chain = 66 feet.

3. Bearings are based on Global PositioningPWroposed Satellite observations.

TH1S IS TO CERTlFY THAT THE PLAT WAS
PREPARED FROM FIELD NO g SURVEYS
MADE BY ME OR UNDER RV leþ ND THAT
THE SAME ARE TRUE BEST OF
MY KNOWLEDGEAND F No.362251

OLBA

b REGISTER AN R°z
REGISTRA lOI 6 5

s
ned S te

of
FMarkeddSetone,

STATE OF UTA E OF
Stones Pile of Stones

N89°54'26"W
- 2621.98' (Meas.) TIMBERLINE re 7--e~S89°56'W

- 80.10 (G.L.O.) ENGINEERING & LAND SURVEYING, INC.
209 NORTH 300 WEST - VERNAL, UTAH 84078A = SECTION CORNERS LOCATED FED 23-23

DATE SURVEYEDBASIS OF ELEVATION IS A SPOT ELEVATION AT THE (Proposed Well Head) 08-13-08 SURVEYED BY: B.J.s. SHEET
NORTHEAST CORNER OF SECTION 2, T22S, R17E, NAD 83 Autonomous

,, DATE DRAiNN:S.L.B.&M. THE ELEVATION OF THIS SECTION CORNER LATITUDE =
38° 52' 52.32,, 08-22-08 DRAWN BY: M.W.W. 2IS SHOWN ON THE GREEN RIVER NE 7.5 MIN. LONGITUDE=

110° 00' 58.00
QUADRANGLE AS BEING 4401'· SCALE: 1" =

1000, Date Last Revised: OF 8



Fidelity Exploration & Production Company
Federal 23-23
Lease UTU-84260
NE/SW Sec. 23, T22S, R17E
Grand County, Utah

A COMPLETE COPY OF THIS APPROVED PERMIT and Conditions of Approval shall be
maintained on location during all construction and drilling operations, and shall be
available to contractors to ensure compliance.

CONDITIONS OF APPROVAL

Approval of this application does not warrant or certify that the applicant holds legal or equitable
title to those rights in the subject lease which would entitle the applicant to conduct operations
thereon.

Be advised that Fidelity Exploration & Production Company is considered to be the operator of the
above well and is responsible under the terms and conditions of the lease for the operations
conducted on the leased lands.

Bond coverage for this well is provided by CO1395 (Principal - Fidelity Exploration & Production
Company) via surety consent as provided for in 43 CFR 3104.2.

This office will hold the aforementioned operator and bond liable until the provisions of
43 CFR 3106.7-2 continuing responsibility are met.

This permit will be valid for a period of two years from the date of approval. An extension of this
permit will be considered only if a written request is received prior to APD expiration. After
permit termination, a new application must be filed for approval.

All lease operations will be conducted in full compliance with applicable regulations
(43 CFR 3100), Onshore Oil and Gas Orders, lease terms, notices to lessees, and the approved
plan of operations. The operator is fully responsible for the actions of his subcontractors.
Failure to comply with the provisions of this permit, including applicable regulations, stipulations,
and/or approval conditions, will be considered a violation subject to the enforcement provisions
of 43 CFR Subpart



A. DRlLLING PROGRAM

1. A 5M BOP system is adequate down to the intermediate casing point of
approximately 6930'. If a 10M BOP is utilized to drill this interval, it is acceptable
to equip, configure and test the system to 5M standards. A rotating head shall be
utilized during air/mist drilling operations.

2. A 10M pressure control system is adequate for anticipated drilling conditions
below the intermediate casing point. All components of the system shall be rated
to a working pressure of 10M, including the annular preventer. Additional
requirements of 10M BOPE systems, that were not addressed in the application,
include, but are not limited to (please refer to Onshore Oil & Gas Order No. 2 for
further detail):

-mud/gas separator,
-remote killline running unobstructed to the edge of the substructure,

Installation, testing and operation of the BOP system shall be in conformance with
Onshore Oil and Gas Order No. 2.

3. Drilling reports, which describe the activities of each day, shall be submitted to
the BLM Moab FleId Office on a weekly, or more frequent, basis. In addition to a
daily summary of activities, drilling reports shall include the drilling fluid weight,
details of casing and cement, water flows, lost circulation zones and any other
information that would contribute to the understanding of drilling conditions.

4. If returns are lost while cementing the surface casing and cement does not
circulate to surface, contact BLM Petroleum Engineer, Eric Jones at 435-259-
2117 office, 435-259-2214 home or435-260-8686 cell. Do not initiate a top-job
without his concurrence.

5. A pressure integrity test of the intermediate casing shoelformation shall be
conducted prior to drilling more than 20 feet below the shoe. This is test the
casing shoe to the equivalent mud weight that it is expected to be exposed to.
This is not intended to be a leak-off test.

6. Concurrent approval from the State of Utah, Division of Oil, Gas & Mining
(DOGM) is



B. Surface Conditions of Approval

Cultural:
1. To protect cultural Resources the operator shall: (1) notify the contractor of his

responsibilities for informing employees/sub-contractors of the potential for
prosecution if cultural resources were disturbed, and (2) review procedures for stopping
work and notifying BLMif cultural resources were found while working on the project.

2. Should any cultural resources be unearthed, surface-disturbing activities would be re-

routed to avoid or halted until the cultural sites/artifacts can be evaluated for
significance, and a mitigation/salvage plan be formulated. These actions would
successfully mitigate possible impacts to cultural resources such that detailed analysis is
not required.

Road construction/Maintenance:
1. All soil and gravel brought in from off site for road or pad construction need to come

from a pit free of invasive, non-native species.

2. Impacts from new well pad and road construction would be minimized by appropriate
drainage control (ie. water bars, low water crossings in ephemeral drainages, etc). lf the
wells go into production, mitigation of impacts to soils would include 1) upgrading roads
to BLM Gold Book standards and 2) reclamation of any unused areas (ie. wellpads,
unneeded road access). If the wells are not produced, then reclamation would mitigate
and reduce impacts to soils.

3. The operator shall maintain the existing roads in a safe, usable condition, as directed by
the Moab Field Office. The maintenance program shall include, but is not limited to,
blading, ditching, installing culverts, and if needed, surfacing the road with rock
materials. The operator shall conduct all activities associated with the Grand County
roads within the existing surface disturbances of the maintained roads. The operator
shall repair all damages to the county roads resulting from traffic associated with
constructing, drilling, and producing the well.

4. The operator shall not block access to roads that intersect with the main roads being
used to drill these wells. If blading a road for maintenance, the operator must make
sure to remove any windrow that crosses anotherroad.

5. Turnarounds needed during the construction of the roads will be reviewed in the field
prior to approval. Turnarounds will not be allowed at a frequency greater than 1 per
mile of



Well Pad and Facility Construction/Maintenance:
1. For pits that need to be shot with explosives to get designed depth: If water is

discovered in the course of drilling shot holes, the holes will not be loaded or shot, the
pit will be abandoned and the operator will be required to drill the well with a closed-

loop system.

2. The pit will not be left open for more than 1 year from the completion of drilling
activities. If necessary the pit fluids will be drained and then closed prior to the 1 year
deadline.

3. The operator will paint all permanent (in place for 6 months or more) above ground
structures a color that will match the surrounding environment. The color that has been
chosen for this location is Shale Green {see attached color chart).

4. The operator shall salvage the topsoil from entire disturbed area of the location prior to
construction of the pad. This includes removal of topsoil from the areas where spoil
piles will be stored.

Wastes:
1. All Federal and State laws would be followed regarding use, storage and disposal of

hazardous materials and solid wastes.

2. No produced water or other fluids will be disposed on the well pad or roads.

Soils/Dust:
1. To protect wet soils, no surface disturbing activities would be allowed during the period

from December 1 to May 31. This restriction includes heavy equipment traffic on
existing roads associated with drilling operations. Exceptions may be granted to this
limitation and will be specified in writing by the Moab Field Office.

Exception: Due to the currently dry conditions in the area of this location an
exception has been granted for work to be completed prior to the May 31, 2009
close of this stipulation.

2. Dust control will be provided during construction and drilling operations by spraying
fresh water on new road construction, roads being maintained or utilized, and the well
pad as



Noxious/Invasive Weeds:
1. To reduce the opportunity to transport invasive and/or noxious weeds, the operator will

be required to wash all vehicles and equipment before mobilizing into the project area
to begin any dirt work or drilling activities.

2. The operator will be responsible for weed control on the disturbed areas within the
limits of the well pad and road construction. The operator will be responsible for
consultation with the authorized officer and/or local authorities for acceptable weed
control methods.

3. The operator will monitor for noxious weeds that might move onto the location. If any
are discovered an Integrated Pest Management Plan will be created and need BLM
approval prior to beginning any treatment program.

Reclamation:
1. Drill pad and new road to a non-producing well should be reclaimed. Reclamation

should include removal of new road (including surfacing materials) and reseeding the
disturbed area with the seed mix listed in COA#3 below.

2. At the end of drilling operations and prior to reclamation of the reserve pit, the top of
the pit will be covered with netting of one inch or less to prevent access by birds while
the pit is drying.

3. For reclamation the operator will drill seed on the contour to a depth of 0.5 inch,
followed by cultipaction to compact the seedbed, preventing soil and seed losses. To
maintain quality and purity, the current years tested, certified seed with a minimum
germination rate of 80% and a minimum purity of 90% will be used. Use the following
seed mix:

8-12" Precipitation Zone

% in Lbs
Species - Cultivar

Mix PLS*

Indian Ricegrass 60 6

Shadscale 20 2

Fourwing Saltbush 20 2

10.00
Totals 100%

lbs/acre

*PLS = pure live seed
*Double this rate if broadcast



4. Slopes too steep for machinery may be hand broadcast and raked with twice the
specified amount of seed.

Other:
1. Please contact Ben Kniola, Natural Resource Specialist, @ (435) 259-2127, Bureau of

Land Management, Moab, if there are any questions concerning these surface use



StaildardEnvironmentalColors

Carlsbad Canyon Covert Green Shadow Gray

Juniper Green Shale Green Sudan Brown

Beetle Yuma Green Carob Brown

The Standard Environmental Colors chart was developed to assist with color selection to minimize the
visual contrast of a facility in the landscape.

In order to ensure color accuracy,use an original color chart to match paint. When matching the color chip, request the paint
company to have their computer scan set on "natural light." Compare the new paint sample to the color chip under indirect
natural sunlight. Use semi-gloss paint, where appropriate, to enhance durability yet reduce reflectivity. Select colors a shade
or two darker thanthe surrounding landscape to account for natural shadows, normal fading, and weathering.
Order Standard Environmental Colors charts by emailing your request to: Printed Material Distribution System (PMDS),
BLM_NOC_PMDS@blm.gov or fax to 303-236-0845. Provide the quantity requested along with a contact name, physical
address (no P.O.Boxes), and telephone number. For more information or questions, please call 202-785-6574.

Standard Environmental Colors Chart CC-001: June 2008



StandardEnvironmentalColors
EE

Selecting a Color
Observe the color scheme of the overall landscape.
Lighter colors visually advance toward the viewer,
and darkercolors recede into the landscape regardless
of the actual distance. Choose a color that repeats
the darker, more recessive color scheme of the
surrounding soils and/or vegetation. Re-evaluate
from a distanceto select a color that is slightly darker
than the undisturbed landscape.

. Observe the color scheme of the overall landscapeColor Choices
Carlsbad Canyon: Use where herbaceous vegeta- - -·

tion is dominant in a grassland or other light colored
lCæodse

reen: Use in a mixed shrub/grass steppe
where the shrub component is dominant.
Shadow Gray: Use in heavy shrublands, deciduous
forests,or open pine or juniperwoodlands where dark
gray trunks and branches darken the landscape color.
Juniper Green: Use in mixed coniferous/decidu- A

Narrowcolor choices and re-evaluate at a distance to select the best oneous or deciduous forests.
Shale Green: Use in dense shrublands, coniferous
or deciduous forests, and mixed shrub woodlands.

,
,

Sudan Brown: Use where dark soils give the
landscape a brownish color or in forests where dark .

brown trunks and branches are dominant.
Beetle: Use in spruce/fir or other dark coniferous
forests having a bluish hue.
Yuma Green: Use in dense coniferous or decidu-
ous forests. Use when viewing from a distance or in photo courtesy onnvis/Ne Towers

areas that are typically in shadow. Consider season of use and critical view points

Carob Brown: Use when exposed red soil and
rock clearly dominate color in the landscape. Use
another dark color if the dominance of red tones is .

diminished by vegetation.

Design Solutions
Proper color selection can dramatically mitigate
adverse visual impacts. However, the design
solution is more effective if used in combination
with other mitigation such as: repeating the elements
of form, line, and texture; proper siting and location; Select from the colors in the undisturbed landscape

minimizing scale; and reducing unnecessary surface
disturbance.

For more information visit:



C. REQUIRED APPROVALS, REPORTS AND NOTIFlCATIONS

Required verbal notifications are summarized in Table 1, attached.

Building Location- Contact the Moab Field Office, Natural Resource Protection Specialist at least
48-hours prior to commencing construction of location.

Spud- The spud date will be reported to BLM24-hours prior to spud. Written notification in the
form of a Sundry Notice (Form 3160-5) willbe submitted to the Moab Field Office within 24-hours
after spud, regardless of whether spud was made with a dry hole digger or big rig.

Water Zones- Water zones that are encountered while drilling are to be reported to the BLM.
They shall be reported by depth and shall include as much information as is available, such as
flow rate and water quality. Water zones may be reported in the daily drilling reports.

Daily Drillinq Reports- Daily drilling reports shall detail the progress and status of the well and
shall be submitted to the Moab Field Office on a weekly basis.

Oil and Gas Operations Reports (OGORs)- Production from this well shall be reported to
Minerals Management Service (MMS) on a monthly basis.

Sundry Notices- There will be no deviation from the proposed drilling and/or workover program
without prior approval. "Sundry Notices and Reports on Wells" (Form 3160-5) willbe filed with
the Moab Field Office for approval of all changes of plans and subsequent operations in
accordance with 43 CFR 3162.3-2. Safe drilling and operating practices must be observed.

Drilling Suspensions- Operations authorized by this permit shall not be suspended for more than
30 days without prior approval of the Moab Field Office. All conditions of this approval shall be
applicable during any operations conducted with a replacement rig.

Undesirable Events- Spills, blowouts, fires, leaks, accidents, or any other unusual occurrences
shall be immediately reported to the BLMin accordance with requirements of NTL-3A.

Cultural Resources-if cultural resources are discovered during construction, work that might
disturb the resources is to stop, and the Moab Field Office is to be notified.

First Production- Should the well be successfully completed for production, the Moab Field
Office will be notified when the well is placed in producing status. Such notification may be made
by phone, but must be followed by a sundry notice or letter not later than five business days
following the date on which the well is placed into production.

A first production conference will be scheduled as soon as the productivity of the well is
apparent. This conference should be coordinated through the Moab Field Office. The Moab
Field Office shall be notified prior to the first sale.

Well Completion Report- Whether the well is completed as a dry hole or as a producer, "Well
Completion and Recompletion Report and Log" (Form 3160-4) will be submitted to the Moab
Field Office not later than thirty-daysafter completion of the well or after completion of
operations being performed, in accordance with 43 CFR 3162.4-1. Two copies of all logs, core
descriptions, core analyses, well test data, geologic summaries, sample description, and all
other surveys or data obtained and compiled duñng the drilling, workover, and/or completion
operations, will be filed with Form 3160-4. When requested, samples (cuttings and/or samples)
will be submitted to the Moab Field



VentinqlFlaring of Gas- Gas produced from this well may not be vented/flared beyond an initial,
authorized test period of 30 days or 50 MMcf,whichever first occurs, without the prior, written
approval of the Moab Field Office. Should gas be vented or flared without approval beyond the
authorized test period, the well may be ordered shut-in until the gas can be captured or approval
to continue the venting/flaring as uneconomic is granted. In such case, compensation to the
lessor (BLM)shall be required for that portion of the gas that is vented/flared without approval
and which is determined to have been avoidably lost.

Produced Water- An application for approval of a permanent disposal method and location will
be submitted to the Moab Field Office for approval pursuant to Onshore Oil and Gas Order No.7.

Off-Lease Measurement, Storage, Comminqlinq- Prior approval must be obtained from the Moab
Field Office for off-lease measurement, off-lease storage and/or commingling (either down-hole
or at the surface).

Pluqqing and Abandonment- If the well is completed as a dry hole, plugging instructions must be
obtained from the Moab Field Office prior to initiating plugging operations.

A "Subsequent Report of Abandonment" (Form 3160-5) will be filed with the Moab Field Office
within thirty-daysfollowing completion of the well for abandonment. This report will indicate
where plugs were placed and the current status of surface restoration. Upon completion of
approved plugging, a regulation marker will be erected in accordance with 43 CFR 3162.6. Final
abandonment will not be approved until the surface reclamation work required by the approved
APD or approved abandonment notice has been completed to the satisfaction of the Moab Field
Office or the appropriate surface managing agency.

TABLE 1
NOTIFICATIONS

Notify Jack Johnson (435-259-2129) or Ben Kniola (435-259-2127) of the BLM Moab Field
Office for the following:

2 days prior to beginning location and access construction (Kniola);

1 day prior to spud (Johnson);

50 feet prior to reaching the surface and intermediate casing setting depths (Johnson);

3 hours prior to testing BOPs (Johnson).

If the person at the above number cannot be reached, notify the Moab Field Office at 435-259-
2100. If unsuccessful, contact the person listed below.

Well abandonment operations require 24 hour advance notice and prior approval. In the case of
newly drilled dry holes, verbal approval can be obtained by calling the Moab Field Office at
435-259-2100. If approval is needed after work hours, you may contact the following:

Eric Jones, Petroleum Engineer Office: 435-259-2117
Home:



United States Department of the Interior
BUREAU OF LAND MANAGEMENT

Moab Field Office
82 East Dogwood

Moab, Utah 84532

3160
UTU84260
(UTYO12)

Fidelity Exploration & Production Company
2585 Heartland Drive
Sheridan, Wyoming 82836 g-b
Re: Rescinding Application for Permit to DrillApproval

Well No. Federal 23-23
NESW Sec. 23, T22S, R17E R" 1
Lease UTU84260
Grand County, Utah

Gentlemen:

On March 6, 2009, an Application for Permit to Drill (APD) was approved for the above,
referenced location on oil gas lease UTU84260 whose primary lease term was projected
to expire June 30, 2009. No known activity has transpired at this location.

Absent actual drilling operations at the end of the primary lease term, lease UTU84260
expired effective June 30, 2009. Without the presence of an authorized oil and gas lease
the referenced wellcannot be drilled, therefore, approval to drill the Federal 23-23 well is
rescinded.

Should you have any questions, or wish to discuss this matter, please contact Marie
McGann of this office at 435-259-5040.

Sincerely,
/s/ A.LynnJackson

Assistant Field Manager
Division of Resources

cc: State of Utah Division of Oil,Gas and Mining
1594 West North Temple, Suite 1210
P. O. Box 145801
Salt Lake City, Utah 84114 5801

Fidelity Exploration & Production Company
1700 Lincoln Street, Suite 2800
Denver, Colorado 80202

MMcGann:mm:7/9/09

RECEIVED
JUL442009

DIV.0F OIL,GAS&



'
Sta of Utah
DEPARTMENT OF NATURAL RESOURCES

MICHAEL R. STYLER

GARY R. HERBERT Executive Director

Governor Division of Oil, Gas and Mining
GREGORY S. BELL JOHN R. BAZA
Lieutenant Governor Division Director

January 7, 2010

Stephanie Masters
Fidelity Exploration & Prod. Co.
2585 Heartland Drive
Sheridan, WY 84260

Re: APD Rescinded - Federal 23-23, Sec. 23, T. 22S, R. 17E
Grand County, Utah API No. 43-019-31607

Dear Ms. Masters:

The Application for Permit to Drill (APD) for the subject well was
approved by the Division of Oil, Gas and Mining (Division) on February 10,
2009. On January 7, 2010, you requested that the division rescind the state
approved APD. No drilling activity at this location has been reported to the
division. Therefore, approval to drill the well is hereby rescinded, effective
January 7, 2010.

A new APD must be filed with this office for approval prior to the
commencement of any future work on the subject location.

If any previously unreported operations have been performed on this well
location, it is imperative that you notify the Division immediately.

Sincerely,

Diana Mason
Environmental Scientist

ec: Well File
Bureau of Land Management, Moab

UTAH

DNR

1594 West North Temple, Suite l210, PO Box 145801, Salt Lake City, UT 84114 -5801
telephone (801) 538-5340 • facsimile (801) 359-3940 •TTY (80 I) 538-7458 • www.ogm.utah.goy OIL, GAS &
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